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Historically, the US. Department of Education has held the view that 
the policies governing verification of student aid application data 
are most effective when they are established and regulated by the 
Department. Integrated verification, as a regulatory requirement, 
seeks to assess true need in the determination of student aid eligibil-
ity, but many inefficiencies exist with the current system. Institu-
tions participating in the Quality Control Pilot Project have found 
that establishing their own verification procedures, unique to their 
student populations, is more effective than verification regulated by 
the Department of Education. 
The authors contend that a verification policy established and 
maintained by effective and qualified student aid administrators at 
the institution produces effective and efficient verification results. 
I 
n 1984, the Department of Education announced a new model of 
management assessment and verification, available to selected 
financial aid offices; the Institutional Quality Control Pilot 
Project (IQCPP) was unveiled as a management tool to enhance 
verification processes currently in place at the institution. This model 
opened new opportunities for schools to: 
• identify and measure student and institutional errors; 
• identify potential corrective action management procedures; 
• develop institutionally-defined verification policies and proce-
dures suited to correct the significant errors at the institution; and 
• assess the effectiveness of corrective action management plans as 
an effort to reduce payment errors. 
This article builds on the assumption that certain applicant 
groups are more error-prone in self-reporting 1040 income data on 
the financial aid application. This analysis, resulting from the study of 
one control factor and using actual 1040 versus estimated 1040 data, 
discloses significant margins of error by groups, and, further, by 
subgroups using income ranges. 
Each year, college financial aid offices must verify 1040 income 
and other data furnished by student aid applicants and their parents. 
Integrated verification, enforced with regulatory requirements, is a 
mandatory set of prescribed activities with which schools must com-
ply to preserve federal aid funding for their students. 
Integrated verification is labor intensive for the school and for 
the families who are required to verify information. Verification can 
be a negative experience for the student who has difficulty gathering 
required documents in a timely manner or who does not have access 
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"Students may be 
denied access when 
they abandon the 
complex student aid 
process or when they 
are unable to meet 
verification deadlines 
for receiving priority 
funding." 
Methodology 
to the information needed. These experiences may negate the very 
object of student financial aid: assisting needy students with neces-
sary resources for higher education access. Students may be denied 
access when they abandon the complex student aid process or when 
they are unable to meet verification deadlines for receiving priority 
funding. 
Historically, the Department of Education has held the view that 
verification policies are most effective when they are established and 
regulated by the Department. The methodology used to select indi-
viduals for verification is primarily random sampling and selecting 
students where tolerances are exceeded on certain answers on the 
need analysis form. Institutions are required to verify the Depart-
ment's selected applicants, but at least 30% of the school's total aid 
applicants must comply with integrated verification requirements. 
Randomly selecting filers for verification often fails to improve 
the accuracy of determining student aid eligibility. Concurrently, the 
verification of data for some filers not selected for the process may 
yield significantly more accurate data. 
Undoubtedly, all higher education sectors intend to insure that 
the student aid delivery system is equitable, assuring that the needi-
est students receive aid. Integrated verification attempts to insure 
that reported data is accurate in order to assess true need, but many 
inefficiencies currently exist that unnecessarily burden schools, the 
Department of Education, and students. When using integrated veri-
fication, there are inherent inefficiencies in the Department of Edu-
cation's sampling technique. For example, there is often no gain in 
verifying a student who has been verified in previous years, and 
where verification of the student/parent information failed to supply 
more accurate data than what was self-reported. 
The authors believe that additional studies of the same kind, 
using other biographic and/or demographic characteristics as vari-
ables, would produce significant disparities in the accuracy of data 
between study groups. Nonetheless, we believe "estimated vs. ac-
tual" to be the one single factor that contributes most to the accuracy 
of data reported on financial aid applications. Although this study 
includes only student aid applicants at Purdue University, we expect 
that a national study would yield similar results. 
The sample included 694 parents who indicated that they used esti-
mated information and 2,285 who used actual information. The inde-
pendent student population consisted of 17 filers who reported esti-
mated income and 119 filers who provided actual income from tax 
returns. 
Only those independent students and parents of dependent stu-
dents whose Financial Aid Form (FAF) filing information was veri-
fied were included in this sample. In addition, those parents and 
students who did not indicate on the FAF whether or not their an-
swers were estimated or actual were also excluded from the sample. 
Also excluded were those students who indicated on the FAF that 
they were independent but verification showed them to be depen-
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dent students. This article evaluates and compares data on 1989-90 
FAFs for: 
11 parents of dependent students; the accuracy of using actual 1040 
information versus estimated 1040 information; 
11 for independent students; the accuracy of using actual 1040 in-
formation versus estimated 1040 information; 
11111 the accuracy by income groups for the above; and 
11 the impact on parental and student contribution of using accurate 
income data. 
The following ranges, which are used in determining the accu-
racy of reported income, are based on differences which effect the 
parent or student contribution level. The measures of accuracy are 
defined by the researchers for statistical reporting purposes only. 
Students 
Parents 














As can be seen from Table 1, the mean difference between the 
estimated and 1040 adjusted gross income for parents of dependent 
students ranges from $3,357 to $133,447. The largest discrepancies 
(those over $5,000) are found in the following income groups: (1) $0 
= $42,940, (2) $1- $9,999 = $8,164, (3) $20,000-$29,999 = $6,853, 
(4) $70,000-$79,999 = $6,396, and (5) $80,000+ = $133,447. These 
data indicate that these income groups are more error-prone. The 
verification of income data for all individuals in the error-prone 
income groups is suggested in order to increase the accuracy of 
income information. It is important to note that all estimated filers 
(N = 694) have an average income difference of at least $3,000 
suggesting that estimated filers are not providing accurate income 
data. 
Table 2 indicates that the average income difference for parents of 
dependent students (N = 2,285) who stated that they are using actual 
1040 information ranges from $340 to $45,233. The income groups 
with a mean difference of greater than $5,000 were: (1) $0 = $30,199, 
(2) $1-9,999 = $12,140, and (3) $80,000+ = $45,233. The data sug-
gest that these groups are more error-prone and that the accuracy of 
income information may be improved by verifying income in these 
groups. 
As expected, the greatest accuracy is found in those income 
categories verified by the Purdue University Division of Financial 
Aid. In_the 1989-90 and 1990-91 academic years, Purdue University 
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TABLE 1 
Estimated Filers (Parents)* 
%Accurate 
Income Somewhat No AGIMean 
Accurate Accurate Sum Difference 
$0.00 8 0 92 $2,018,162 $42,940 
$1-9.999 25 17 58 89,799 8,164 
$10,000-19,999 71 5 24 79,628 3,792 
$20,000-29,999 62 0 38 143,910 6,8'53 
$30,000-39,999 68 7 25 124,278 
$40,000-49,999 75 7 18 617,539 
$50,000-59,999 81 9 10 610,886 3,357 
$60,000-69,999 70 12 18 590,967 4,314 
$70,000-79,999 63 10 27 447,731 6,396 
$80,000+ 71 0 29 934,126 133,447 
Mean Accuracy 68 8 24 
*See Graphs 1 and 2. 
TABLE 2 
Actual Filers (Parents)* 
%Accurate 
Income Somewhat No AGIMean 
Group Accurate Accurate Accuracy N=2285 Sum Difference 
$0.00 31 0 69 85 $2,566,956 $30,199 
$1-9,999 58 4 38 20 242,809 12,140 
$10,000-19,999 89 2 9 45 65,712 1,460 
$20,000-29,999 90 3 7 43 75,746 1,761 
$30,000-39,999 94 1 5 86 100,555 1,169 
$40,000-49,999 98 1 1 739 251,166 340 
$50.000-59,999 97 2 664 937,548 1,412 
$60,000-69,999 96 2 2 371 353,689 953 
$70,000-79,999 98 0 2 222 121,374 548 
$80,000+ 40 0 60 10 452,334 45,233 
Mean Accuracy 94 5 
*See Graphs 1 and 2. 
TABLE 3 
Mean Difference in Parent Contribution (Estimated)* 
Income AGI Mean 
Group N Sum Difference 
$0.00 47 98,588 2,098 
$1-9,999 11 9,711 883 
$10,000-19,999 21 13,521 644 
$20,000-29,999 21 25,472 1,213 
$30,000-39,999 29 48,772 1,682 
$40,000-49,999 169 213,669 1,264 
$50,000-59,999 182 240,540 1,322 
$60,000-69,999 137 336,292 2,455 
$70,000-79,999 70 178,767 2,554 
$80,000+ 7 101,247 14,464 
All 694 1,266,579 1,825 
*See Graph 3. 
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GRAPH 1 
Estimated vs. Actual Filers 
Parents 
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Income Groups in Thousands 
80.000+ 
-- Actual Filers Estimated Filers 
verified 100% of the 1040s for parent incomes ranging from $42,000 
to $80,000. All income categories within this range have a mean 
income difference that is within the accurate range. In all but three 
categories, approximately 90% of the parents gave accurate income 
information. 
Overall, those parents who stated that they used actual1040 income 
data had a lower average income difference. There are fewer error-
prone categories for actual filers and the dollar amounts of the aver-
age income differences are less for each category. While the esti-
mated filers show lower mean income differences in the $40,000 to 
$49,999 and $50,000 to $69,999 ranges, the mean income difference 
increases in the $70,000 to $79,999 range and is also higher in the 
$20,000-$29,999 range. Both estimated and actual filers have signifi-
cantly higher mean income differences in the following three in-
come groups: $0, $1-$9,999, and $80,000+ (see Graph 4). The sig-
nificantly higher mean income differences found in income 
categories which are not verified suggest that it may be beneficial to 
verify these income categories. However, the lower population size 
for the error-prone categories should also be considered. 
The difference in the Parent Contribution that results from inac-
curate reporting of adjusted gross income by parents is shown in 
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Tables 3 and 4. For the purposes of this article, the mean difference in 
the parent contribution is seen as resulting from a change in the 
parent's adjusted gross income only. We do not consider changes that 
are a result of other variables. For those parents estimating 1040 
income information, large differences in parent contribution levels 
are evident in all income groups except the $1-9,999 and $10,000-
19,999 groups. 
The mean income difference between the estimated and actual1040 
adjusted gross income for students ranges from $49 to $40,000. 
Those students estimating income in the $10,000-$19,999 group had 
a mean income difference of $1,280 indicating that the estimated 
income data was somewhat accurate. The mean income difference of 
$40,000 in the $30,000+ income group indicates that the estimate in 
this group was not accurate. However, it should be noted that one 
student accounted for the mean income difference in the $30,000+ 
income group. The results suggest that it may be beneficial to verify 
the estimated income for those students in the $10,000-$19,000 
range but that overall independent students are accurately estimating 
their income. 
GRAPH2 
Estimated vs. Actual Filers: Parents 
Average Income Difference 
14~--------------------------------------------------------~ 
Income Groups in Thousands 
Actual Filers Estimated Filers 
Note: $0 & $80,000 groups are off the graph. 

































*See Graphs 4 and 5. 
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TABLE 4 
Mean Difference in Parent Contribution Level (Actual)* 
AGI Mean 
N Sum Difference 
85 232,993 2,741 
20 43,079 2,154 
45 10,242 228 
43 33,182 772 
86 70,820 823 
739 471,002 637 
664 630,820 950 
371 317,149 855 
222 264,206 1,190 
10 141,405 14,141 --
2,285 2,214,897 969 
TABLE 5 

















Somewhat No AGI Mean 
Accurate Accuracy N=17 Sum Difference 
20 20 4 1,993 498 
0 0 7 344 49 
0 33 4 5,119 1,280 
0 0 884 884 
0 100 40,000 40,000 
6 18 
TABLE 6 
Actual Filers (Independent Students)* 
%Accurate 
Somewhat No AGIMean 
Accurate Accuracy N Sum Difference 
0 100 9 89,201 9,911 
0 12 24 36,817 1,534 
0 5 42 12,025 286 
0 0 31 938 30 
0 14 7 10,925 1,561 
0 17 6 7,039 1,173 
0 13 
Table 5 and Graph 4 show that there is 100% accuracy of report-
ing in the $5,000-$9,999 and $20,000-$29,000 income groups. In all 
other income groups except the $30,000+ range, the percentage of 
students accurately estimating their income is at least 60%. When 
evaluating the data presented in Table 5, the small population size 
needs to be considered. 
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Actual Filers: 
Please note that the researchers have defined the term "accu-
racy" in the Methodology section, for purposes of making compari-
sons in this article. Tolerances exist in each level of accuracy that may 
influence the level of student contribution. 
Independent Students 
The average income difference for independent students indicating 
that they are providing actual 1040 information on their FAF ranges 
from $30 to $9,911. Table 6 shows that the largest discrepancy is 
found in the $0 income group indicating that those students report-
ing in this group are not providing accurate information. Those in-
come groups that used somewhat accurate data include: (1) $1-4,999 
= $1,534, (2) $20,000-29,999 = $1,561, and (3) $30,000+ = $1,173. 
The above data suggest that the accuracy of income information may 
be improved by verifying the income of those independent students 
who are reporting actual 1040 information. 
The percentage of students giving accurate information is above 
80% in all income categories except those reporting zero income. 
One hundred percent of the independent students in the zero in-
come. category reported 1040 information that was not accurate. The 
accuracy of information indicates there may be a few students with 
large reporting discrepancies that may be influencing the results. 
GRAPH3 
Average Impact on Parental Contribution 
Estimated vs. Actual Filers 
Mean Difference in Parent Contribution 
3000,-----------------------------------------------------------, 
0~~----~----~----~-----.-----.-----.-----.-----.----~__J 
0 1-9.9 10-19.9 20-299 30-399 40-499 50-59.9 
Income Groups in Thousands 
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$80,000 range is off the graph. 
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Income Groups 
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One significant difference is that those students who indicated they 
are using actual 1040 data have a higher average income difference 
per category and have more error-prone categories (see Graph 5). 
However, the actual filers overall have a higher percentage of report-
ing accuracy than those students estimating their income (see Graph 
4). When reviewing the data and results, it should be noted that the 
small number in the total sample and the individual income ranges 
for independent students may be coloring the results. 
The difference in the student contribution that results from inac-
curate reporting of adjusted gross income by independent students is 
shown in Tables 7 and 8. Please note that for the purposes of this 
article, the researchers only considered the student's adjusted gross 
income when analyzing the change in student contribution level. For 
those students estimating their income, the largest discrepancies in 
student contributions are found in the following income categories: 
(1) $5,000-9,999 = $4,420, (2) $10,000-19,999 = $3,258, and (3) 
$30,000+ = $15,212. 
The actual filers have more error-prone categories but the aver-
age difference in student contribution is lower. The error-prone cate-
gories are: (1) $00 = $1,513, (2) $10,000-1,9,999 = $1,654, (3) 
$20,000-29,999 = $2,315, and (4) $30,000+ = $1,308. Again, the 
sample size may have influenced the results and other variables may 
have influenced the change in the student contribution level. 
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Conclusion 
Mean Difference 
When parents estimated their 1040 income, overall accuracy was low. 
The average income difference of at least $3,000 for income groups, 
and no income group with an average difference less than $3,000, 
suggests that estimated filers are not providing accurate income data. 
Further, the mean difference in parent contribution for estimated 
1040 filers is $1,825 with only two income groups having less than a 
$1,200 mean difference. 
When parents used their actual1040 income amounts, accuracy 
was relatively high, with 7 of 10 income groups showing an average 
income difference less than $1,800. The three income groups report-
ing significantly inaccurate data (groups: $0, $1-9,999, and $80,000), 
also had significant changes to the parent contribution: $2,741, 
$2,154, and $14,141 respectively. The average difference to the par-
ent contribution of all income groups was $969, almost half of the 
average parent contribution difference of estimated filers. 
Accuracy was relatively high when students reported their in-
come using estimated 1040 data. Of the six income groups, all but 
one group had less than a $1,300 mean difference in income. 
When students used actual 1040 income data, more than 80% of 
each income group (except those reporting zero income) was highly 
GRAPHS 
Estimated vs. Actual: Students 
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*See Graph 6. 
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TABLE 7 



































accurate. The income group who reported zero income was on the 
average inaccurately reporting income, and each member in the 
group was inaccurate in reporting this information. However, the 
inaccuracies of data for this grm{p had a moderate influence on the 
student contribution changes. 
Institutional quality control allows each institution to define and 
prescribe verification policies and procedures. There are deficien-
cies in the way that integrated verification samples student aid filers. 
Improvements to the integrated model might yield more accurate 
data as a result of the student and parent verification process. How-
ever, the Quality Control Project gives the institution the capability to 
verify high error-prone groups unique to that institution, and those 
who may be excluded from the integrated verification model. 
This analysis illustrates that verification is often most efficient 
when it's defined and prescribed by the specific institution. Institu-
tional verification, as opposed to integrated verification, requires that 
high error-prone populations are targeted for verification at the spe-
cific institution. Additional administrative effort is required to carry 
out an institutional verification policy, but the Institutional Quality 
Control Pilot Project provides the framework for institutions to adopt 
such a policy. + 
VOL. 21, NO. 3, FALL 1991 
GRAPH6 
Average Impact on Student Contribution 
Estimated vs. Actual Filers 
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